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1615.402 Pricing policy.

Pricing of FEHB contracts is gov-
erned by 5 U.S.C. 8902(i), 5 U.S.C. 8906,
and other applicable law. FAR subpart
15.4 will be implemented by applying
its policies and procedures—to the ex-
tent practicable—as follows:

(a) For both experience-rated and
community-rated contracts for which
the FEHB Program premiums for the
contract term will be less than the
threshold at FAR 15.403-4(a)(1), OPM
will not require the carrier to provide
cost or pricing data in the rate pro-
posal for the following contract term.

(b) Cost analysis will be used for con-
tracts where premiums and subscrip-
tion income are determined on the
basis of experience rating.

(c)(1) A combination of cost and price
analysis will be used for contracts
where premiums and subscription in-
come are based on community-rates.
For contracts for which the FEHB Pro-
gram premiums for the contract term
will be less than the threshold at FAR
15.403-4(a)(1), OPM will not require the
carrier to provide cost or pricing data.
The carrier is required to submit only
a rate proposal and abbreviated utiliza-
tion data for the applicable contract
year. OPM will evaluate the proposed
rates by performing a basic reasonable-
ness test on the information sub-
mitted. Rates failing this test will be
subject to further review.

(2) For contracts with fewer than
1,600 enrollee contracts for which the
FEHB Program premiums for the con-
tract term will be at or above the
threshold at FAR 15.403-4(a)(1), OPM
will require the carrier to submit its
rate proposal, utilization data, and the
certificate of accurate cost or pricing
data required in 1615.406-2. In addition,
OPM will require the carrier to com-
plete the proposed rates form con-
taining cost and pricing data, and the
Community-Rate Questionnaire, but
will not require the carrier to send
these documents to OPM. The carrier
will keep the documents on file for
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periodic auditor and actuarial review
in accordance with 1652.204-70. OPM
will perform a basic reasonableness
test on the data submitted. Rates that
do not pass this test will be subject to
further OPM review.

(3) For plan year 2012, plans will have
the option of continuing to use the
similarly sized subscriber group
(SSSG) rating methodology described
in paragraph (c)(3)(i) of this section or
using the MLR rating methodology de-
scribed in paragraph (c)(3)(ii) of this
section. All non-traditional commu-
nity rated (TCR) plans will be required
to submit FEHB-specific MLR informa-
tion for every year beginning with plan
year 2011.

(i) Similarly sized subscriber group
(SSSG) methodology. (A) For contracts
with 1,600 or more enrollee contracts
for which the FEHB Program pre-
miums for the contract term will be at
or above the threshold at FAR 15.403-
4(a)(1), OPM will require the carrier to
provide the data and methodology used
to determine the FEHB Program rates.
OPM will also require the data and
methodology used to determine the
rates for the carrier’s SSSGs. The car-
rier will provide cost or pricing data
required by OPM in its rate instruc-
tions for the applicable contract pe-
riod. OPM will evaluate the data to en-
sure that the rate is reasonable and
consistent with the requirements in
this chapter. If necessary, OPM may
require the carrier to provide addi-
tional documentation.

(B) Contracts will be subject to a
downward price adjustment if OPM de-
termines that the Federal group was
charged more than it would have been
charged using a methodology con-
sistent with that used for the SSSGs.
Such adjustments will be based on the
lower of the two rates determined by
using the methodology (including dis-
counts) the carrier used for the two
SSSGs.

(C) FEHB Program community-rated
carriers will comply with SSSG cri-
teria provided by OPM in the rate in-
structions for the applicable contract
period.

(i) FEHB-specific medical loss ratio
(MLR) threshold methodology. (A) For
contracts with 1,500 or more enrollee
contracts for which the FEHB Program
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premiums for the contract term will be
at or above the threshold at FAR
15.403-4(a)(1), OPM will require the car-
rier to provide the data and method-
ology used to determine the FEHB Pro-
gram rates. OPM will also require the
data and methodology used to deter-
mine the medical loss ratio (MLR) as
defined in the ACA (Pub. L. 111-148)
and as defined by HHS in 45 CFR part
158 for all FEHB community rated
plans other than those required by
state law to use Traditional Commu-
nity Rating. The carrier will provide
cost or pricing data, as well as the
FEHB-specific MLR threshold data re-
quired by OPM in its rate instructions
for the applicable contract period.
OPM will evaluate the data to ensure
that the rate is reasonable and con-
sistent with the requirements in this
chapter. If necessary, OPM may require
the carrier to provide additional docu-
mentation.

(B) Contracts will be subject to a sub-
sidization penalty if OPM determines
that the FEHB group did not meet the
FEHB-specific MLR threshold specified
in the annual rate instruction to car-
riers. Such a subsidization penalty will
be deposited into a Subsidization Pen-
alty Account held at the U.S. Treas-
ury. This Subsidization Penalty Ac-
count will be held in common with all
community rated carriers and will be
annually distributed to the contin-
gency reserve accounts of all non-TCR
community rated plans on a pro-rata
basis.

(C) FEHB Program community-rated
carriers will comply with the MLR cri-
teria, including the FEHB-specific
MLR threshold provided by OPM in the
rate instructions for the applicable
contract period. FEHB plans that are
required by state law to use TCR are
exempt from this requirement and will
use the SSSG methodology outlined in
paragraph (¢)(3)(i) of this section.

(4) Contracts will be subject to a
downward price adjustment if OPM de-
termines that the Federal group was
charged more than it would have been
charged using a methodology con-
sistent with that used for the simi-
larly-sized subscriber groups (SSSGs).
Such adjustments will be based on the
lower of the two rates determined by
using the methodology (including dis-

48 CFR Ch. 16 (10-1-14 Edition)

counts) the carrier used for the two
SSSGs.

(5) FEHB Program community-rated
carriers will comply with SSSG cri-
teria provided by OPM in the rate in-
structions for the applicable contract
period.

(d) The application of FAR
15.402(b)(2) should not be construed to
prohibit the consideration of preceding
year surpluses or deficits in carrier-
held reserves in the rate adjustments
for subsequent year renewals of con-
tracts based, in whole or in part, on
cost analysis.

[70 FR 31380, June 1, 2005, as amended at 76
FR 38285, June 29, 2011; 77 FR 19524, Apr. 2,
2012]

1615.404-4 Profit.

(a) When the pricing of FEHB Pro-
gram contracts is determined by cost
analysis, OPM will determine the prof-
it or fee prenegotiation objective (serv-
ice charge) portion of the contracts by
use of a weighted guidelines structured
approach. The service charge so deter-
mined will be the total service charge
that may be negotiated for the con-
tract and will encompass any service
charge (whether entitled service
charge, profit, fee, contribution to re-
serves or surpluses, or any other title)
that may have been negotiated by the
prime contractor with any subcon-
tractor or underwriter.

(b) OPM will not guarantee a min-
imum service charge.

1615.404-70 Profit analysis factors.

(a) OPM contracting officers will
apply a weighted guidelines method in
developing the service charge
prenegotiation objective for FEHB Pro-
gram contracts. The following factors,
as defined in FAR 15.404-4(d), will be
applied to projected incurred claims
and allowable administrative expenses:

(1) Contractor performance. OPM will
consider such elements as the accurate
and timely processing of benefit claims
and the volume and validity of dis-
puted claims as measures of economi-
cal and efficient contract performance.
This factor will be judged apart from
the contractor’s basic responsibility
for contract performance and will be a
measure of the extent and nature of
the contractor’s contribution to the
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